Richmond Municipality 


2019/2020 Annual Budget and MTREF 


Part 2 - Supporting Documentation 

2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of the 
budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the 
Mayor of the municipality must establish a Budget Steering Committee to provide technical 
assistance to the Mayor in discharging the responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Mayor, Members of the Executive Committee, 
Municipal Manager and senior officials of the municipality. The primary aim of the Budget 
Steering Committee is to ensure:- 

• that the process followed to compile the budget complies with legislation and good budget 
practices; 

• that there is proper alignment between the policy and service delivery priorities set out in the 
municipality’s I DP and the budget, taking into account the need to protect the financial 
sustainability of municipality; 

• that the municipality’s revenue and tariff setting strategies ensure that the cash resources 
needed to deliver services are available; and 

• that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

2.1.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before 
the start of the new financial year (i.e. in August) a time schedule that sets out the process to 
revise the I DP and prepare the budget. 

The Mayor tabled in Council the required budget time schedule on 25 August. 

Key dates applicable to the process were:- 

• August 2018 : Adoption of Budget and IDP Schedule of Key deadlines; 

• September 2018 : Engagement with Sector Departments on sector specific 

programmes; 

• October 2018 : S52(d) Mayoral report on the implementation of the 2018/2019 

budget and SDBIP; 

• November and December 2018: Review of IDP strategies to ensure relevance; 

• January 2019 : First community consultative process, tabling of annual report 

2018/2019 and Mid-Year review of Budget and SDBIP 2018/2019; 

• February 2019 : Adoption of adjustment budget 2018/2019 and Budget steering 

meeting to discuss input for first Final Budget 2018/2019; 

• March 2019 : Oversight report on the annual report, First Final budget to 

Budget steering committee, Exco and table to Council to seek approval before community 
participation; 

• April 2019 : Adoption of final budget 2018/2019 and the IDP; 

• June 2019 : Mayor to Sign SDBIP and submission of Budget / IDP and SDBIP to 

relevant structures and departments. 
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2.1.2 IDP and Service Delivery and Budget Implementation Plan 

This is the second IDP of the newly adopted council. It started in August 2017 after the tabling of 
the IDP Process Plan and the Budget Time Schedule for the 2019/20 MTREF. 

The municipality’s IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions. This framework is rolled out 
into objectives, key performance indicators and targets for implementation which directly inform 
the Service Delivery and Budget Implementation Plan. 

The IDP has been taken into a business and financial planning process leading up to the 2019/20 
MTREF, based on the approved 2018/19 MTREF, Mid-year Review and adjustments budget. 
The business planning process has subsequently been refined in the light of current economic 
circumstances and the resulting revenue projections. 

With the compilation of the 2019/20 MTREF, each department/function had to review the 
business planning process, including the setting of priorities and targets after reviewing the mid¬ 
year performance against the 2018/19 Departmental Service Delivery and Budget 
Implementation Plan. Business planning links back to priority needs and master planning, and 
essentially informed the detail operating budget appropriations and three-year capital 
programme. 

2.1.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2019/20 MTREF, extensive financial modelling was undertaken 
to ensure affordability and long-term financial sustainability. The following key factors and 
planning strategies have informed the compilation of the 2019/20 MTREF: 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Economic climate and trends (i.e inflation, household debt, migration patterns) 

• Performance trends 

• The approved 2018/19 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• The need for tariff increases versus the ability of the community to pay for services; 

• Improved and sustainable service delivery 

• The FMCMM assessment as tabled at council 

In addition to the above, the strategic guidance given in National Treasury’ MFMA Circulars 
66,67, 70 72,74,75, 78, 79, 82, 85, 89, 91,93 and 94 has been taken into consideration in the 
planning and prioritisation process. 

2.1.4 Community Consultation 

Once the Final budget was approved by council the following community consultation process 
took place: - 

• The Final 2019/20 MTREF was published on the municipality’s website; 

• Hard copies were made available at all municipal offices and libraries; 

• Notices were placed on municipal notice boards and various libraries; 
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• In addition the budget was taken out to all wards by the process of Budget and I DP Imbizo’s. 
The applicable dates and venues were published in two local newspapers and were 
scheduled as follows: 


WARD 

DATE 

1 

2 May 2019 

2 

^ 4 May 2019 

3 

23 April 2019 

4 

18 April 2019 

5 

4 May 2019 

6 

25 April 2019 

7 

01 May 2019 


• Minutes of the above meetings and attendance registers are available in the working papers 
files; 

• Written communication was received from the Ratepayers Association - a response was duly 
forwarded, and their input has been considered in this final Final budget; 

• All documents in the appropriate format (electronic and printed) was provided to National 
Treasury and Provincial Treasury in accordance with section 23 of the MFMA, to provide an 
opportunity for them to make inputs- input was received from Provincial Treasury and has 
been considered in this final Final budget. 

2.2 Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 
Municipalities in South Africa need to utilise integrated development planning as a method to 
plan future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal IDP provides a five year strategic programme of action aimed at 
setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents. The plan aligns the 
resources and the capacity of a municipality to its overall development aims and guides the 
municipal budget. An IDP is therefore a key instrument which municipalities use to provide vision, 
leadership and direction to all those that have a role to play in the development of a municipal 
area. The IDP enables municipalities to make the best use of scarce resources and speed up 
service delivery. 

Integrated developmental planning in the South African context is amongst others, an approach 
to planning aimed at involving the municipality and the community to jointly find the best solutions 
towards sustainable development. Furthermore, integrated development planning provides a 
strategic environment for managing and guiding all planning, development and decision making 
in the municipality. 

It is important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a coherent 
plan to improve the quality of life for all the people living in that area. Applied to the municipality, 
issues of national and provincial importance should be reflected in the IDP of the municipality. A 
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clear understanding of such intent is therefore imperative to ensure that the municipality 
strategically complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and provincial 
importance. One of the key objectives is therefore to ensure that there exists alignment between 
national and provincial priorities, policies and strategies and the municipality’s response to these 
requirements. 

The national and provincial priorities, policies and strategies of importance include amongst 
others: 

• Green Paper on National Strategic Planning of 2009; 

• Government Programme of Action; 

• Development Facilitation Act of 1995; 

• Provincial Growth and Development Strategy (GGDS); 

• National and Provincial spatial development perspectives; 

• Relevant sector plans such as transportation, legislation and policy; 

• National Key Performance Indicators (NKPIs); 

• Accelerated and Shared Growth Initiative (ASGISA); 

• National 2014 Vision; 

• National Spatial Development Perspective (NSDP) and 

• The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives. This gives a clear indication of the intended purposes of municipal 
integrated development planning. Legislation stipulates clearly that a municipality must not only 
give effect to its I DP but must also conduct its affairs in a manner which is consistent with its I DP. 

2.3 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for Managing 
Programme Performance Information, the municipality has developed and implemented a 
performance management system of which system is constantly refined as the integrated 
planning process unfolds. The Municipality targets, monitors, assess and reviews organisational 
performance which in turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. 

The planning, budgeting and reporting cycle can be graphically illustrated as follows: 








Richmond Municipality 


2019/2020 Annual Budget and MTREF 



9 



Strategic 

planning 


Assess and adjust 


indicators 


INSTITUTION 

national department 
provincial department 
municipality 
public entity 
municipal entity 


End-year reporting j 


Set targets and 
allocate resources 


npiementatlonan. 
in-year reporting 


Monitor and take 
corrective action 


Policy development 


Planning, budgeting and reporting cycle 

2.3.1 Performance indicators and benchmarks 

2.3.1.1 Liquidity 

• Current ratio is a measure of the current assets divided by the current liabilities and as a 
benchmark the municipality has set a limit of 1, hence at no point in time should this ratio 
be less than 1. Going forward it will be necessary to maintain these levels. 

• The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash 
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality 
should have the equivalent cash and cash equivalents on hand to meet at least the 
current liabilities, which should translate into a liquidity ratio of 1. Anything below 1 
indicates a shortage in cash to meet creditor obligations. 
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2.3.1.2 Revenue Management 

• As part of the financial sustainability strategy, the debt collection and credit control policy 
has been implemented to increase cash inflow, not only from current billings but also from 
debtors that are in arrears in excess of 90 days. 

2.3.1.3 Creditors Management 

• The municipality has managed to ensure that creditors are settled within the legislated 30 
days of invoice. The municipality has managed to ensure a 100 per cent compliance rate 
to this legislative obligation. This has had a favourable impact on suppliers’ perceptions of 
risk of doing business with the municipality, which is expected to benefit the municipality 
in the form of more competitive pricing of tenders, as suppliers compete for the 
municipality’s business. 

2.3.2 Free Basic Services: basic social services package for indigent households 

In terms of the municipality’s Indigent and Free Basic Services Policy registered households are 

entitled to 50kwh of electricity and free waste removal equivalent to once a week as well as a 

rebate on their property rates. 

Further the municipality also assists with the Burials to the value of R2000.00 per family. 

2,4 Overview of budget related-policies 

The municipality’s budgeting process is guided and governed by relevant legislation, frameworks, 

strategies and related policies. 

All policies as listed hereunder, are available on the municipality’s website. 


The Following policies have been amended for the 2019/2020 financial year. 
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AVAILABI ( ADOPTION DATE 

UTY 1 1 

2.4.11 

Budget Policy 

Budget & 

Treasury Office 

Y 



2.4.12 


Budget & 

Treasury Office 

Y 


2.4.13 

Funds and Reserves 
Policy 

Budget & 

Treasury Office 

Y 


2.4.14 

Tariff Policy(including 
Property Rates Tariff, 
Refuse Removal / Solid 
Waste Tariff) 

Budget & 

Treasury Office 

Y 


2.4.15 

Virement Policy 

Budget & 

Treasury Office 

Y 


2.4.16 

Budget Implementation 
and Management Policy 

Budget & 

Treasury Office 

Y 



2.14.17 

Contract Management 
Policy and Manual 

Budget and 

Treasury Office 

Y 




2.4.2 Property rates Act Policy 

The property Rates Act Policy has been amended in accordance with applicable legislation and 
comments as received from National COGTA. Whilst the policy is credible, sustainable and 
manageable there has been a need to review certain components to achieve a higher customer 
satisfaction and to take cognisance of community input. 

2.4.7 Supply Chain Management Policy 

The SCM policy has been reviewed to incorporate the central supplier’s database as proposed 
and to be implemented by National Treasury. 

2.5 Overview of budget assumptions 

2.5.1 External factors . 

Owing to the economic slowdown, there are reduced payment levels by consumers. This is being 
addressed by the implementation of the debt collection and credit control policy. 

The MTBPS highlights that South Africa's economic performance has deteriorated over the past 
several years. It is important to note that the Gross Domestic Product (GDP) growth forecast of 
1.3 per cent in the 2018/2019 budget was revised down to 0.7 per cent. The rate of recovery will 
be slow at this time, it is anticipated that growth of 1.9 per cent may be reached by 2020. 

2.5.2 General inflation outlook and its impact on the municipal activities 

The following factors have been taken into consideration in the compilation of the 2019/20 
MTREF 

• National Government macro-economic targets'; 

• The general inflationary outlook; 

• The increase in the cost of remuneration; 

• The increase in the cost of services by service providers; 

• Annual increases in contracted services; 

















Richmond Municipality 


2019/2020 Annual Budget and MTREF 


• Building the capacity of local government through the "Back to Basics” which will focus 
on improving service delivery 

2.5.3 Headline inflation forecasts 

As per the MFMA circular 89, municipalities were requested to take the following macro- 
economic forecasts into consideration when preparing the 2018/2019 budgets and MTREF:- 


Calendar year 

2017 

Actual 

2018 

Estimate 

2019 

2020 

Forecast 

2021 

Percentage change unless otherwise Indicated 
Household consumption 

2.2 

1.6 

1.9 

2.3 

2.6 

Gross fixed-capital formation 

0.4 

0.9 

1.5 

2.1 

2.9 

Real GDP growth 

1.3 

0.7 

1.7 

2.1 

2.3 

GDP at current prices (R billion) 

4,651.8 

4,949.1 

5,317.2 

5,724.1 

6,167.2 

CPI Inflation 

5.3 

4.9 

5.6 

5.4 

5.4 

Current account balance (% of GDP) 

-2.4 

-3.2 

-3.2 

-3.7 

-3.9 


Source: Reserve Bank and National Treasury 

Note; the meal year referred to is the national fiscal year (April to March) which Is more closely aligned to the municipal fiscal year 
(July to June) than the calendar year Inflation. 


2.5.4 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase by 6 per cent respectively. It 
is also assumed that the current economic conditions, volatile due to the upcoming local 
government elections, will continue for the forecaster term. 

The rate of revenue collection is currently expressed as a percentage (90 per cent) of annual 
billings. There should also be an increased collection of arrear debt from the appointment of new 
debt collectors. The performance of arrear collections will however only be considered a source 
of additional cash in-flow once the performance has been carefully monitored. 

2.5.5 Salary increases 

The South African Local Government Association (SALGA) is currently engaged in negotiations 
on Salaries and Wages, Wage Curve for the Local Government Sector as well as the Pensions 
Fund Restructuring at the level of the South African Local Government Bargaining Council. 
SALGA is negotiating for a multi-year salary and wage collective agreement and the salary 
increases to be inflation linked. SALGA has tabled a revised offer of 7% to the trade unions and 
this includes an improvement factor for the outer years of a multi-year agreement. Further, the 
municipality has not concluded the Job evaluation process. Every year, over and above the 
normal salary increase the municipality also provides for a notch increase for applicable 
positions. Therefore, the municipality has considered a 7.5 per cent increase in the budget for 
2019/2020 as well as 6 per cent respectively for the outer years. 

2.5.6 Remuneration of Councillors 

The municipality has considered the gazette on the Remuneration of Public Office bearers Act: 
Determination of Upper limits of Salaries, allowances and Benefits of different members of 
municipal council for the 2018/2019 financial year. 

The following positions have been budgeted for on a full-time basis: - 

- Mayor 

- Speaker 

- Deputy Mayor 
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2.5.7 Ability of the municipality to deliver and spend on the programmes 

It is estimated that a spending rate of 100 per cent is achieved on operating and capital 
expenditure for the 2019/2020 MTREF of which performance has been factored into the cash 
flow budget. 

2.5.8 Service Level standards 

Service level standards have been formulated. 

2.6 Overview of budget funding 

For the medium-term, the funding strategy has been informed directly by ensuring financial 
sustainability and continuity. 


Description 

MFMA 

section 

Current Year 
2018/19 

2019/20 Medium Term Revenue & 
Expenditure Framework 

Adjusted 

Budget 

Budget 

Year 

2019/20 

Budget Year 
+1 2020/21 

Budget 
Year+2 
2021/22 

Fundinq measures 






Cash/cash equivalents at the year end - R'000 

18(1)b 

(29 693) 

39 238 

28 772 

22 822 

Cash + investments at the yr end less applications - R'000 


(25 811) 

36388 

26 219 

30 058 

Cash year end/monthly employee/supplier payments 


mmmWm 

5.3 

3.6 

2.7 

Surplus/(Deficit) excluding depreciation offsets: R'000 

• ; 

(4 760) 

9 323 

(1 534) 

5 580 

Service charqe rev % chanqe - macro CPIX target exclusive 



6.9% 

0.5% 

0.5% 

Cash receipts % of Ratepayer & Other revenue 

EH 

26.9% 

94.9% 

94.6% 

94.0% 

Debt impairment expense as a % of total billable revenue 

18(1)a,(2) 

10.2% 

19.4% 

19.4% 

19.4% 

Capital payments % of capital expenditure 

18(1)c;19 

100.0% 

98.9% 

98.9% 

85.7% 

Borrowinq receipts % of capital expenditure (excl. transfers) 


0.0% 

0.0% 

0.0% 

0.0% 

Grants % of Govt, leqislaled/gazetted allocations 

BBSS 


0.0% 

0.0% 

0.0% 

Current consumer debtors % chanqe - incr(decr) 

18(1)3 

0.0% 

12.0% 

0.9% 

23.7% 

Long term receivables % change - incr(decr) 

1, 

0.0% 

0.0% 

0.0% 

0.0% 

R&M % of Property Plant & Equipment 

KH 

106.7% 

2.9% 

3.1% 

3.3% 

Asset renewal % of capital budget 

20(1 )(vi) 

22.2% 

18.2% 

18.1% 

15.7% 








Cash and Cash Equivalents: The municipality’s cash position was discussed as part of the 
cash flow statement. A positive cash position, for each of the MTREF would generally be a 
minimum requirement, subject to the planned application of these funds such as cash backing of 
reserves and working capital requirements. 


The forecasted Cash and Cash Equivalents for the 2019/2020 financial year shows R39 million 
rand. 


The municipality has budgeted to receive an amount of R17 million rand for Property rates 
penalties and collection charges in the 2019/20 budget year. The historic trend reflects that the 
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rates collection rate is between 70 per cent and 80 per cent. The municipality has implemented 
debt collection strategies and we are therefore confident the collection rate will improve to 90%. 

The refuse average collection rate is between 77 per cent and 80 per cent. The municipality has 
again improved debt collection strategies and has therefore considered a collection rate of 80 per 
cent for the 2019/20 budget year. 


The municipality has budgeted R87 million rand for Suppliers and employees which is calculated 
as follows:- 


Employee Related costs 

R 

51 287.00 

Less : Non- cash Items 

Long service awards 

-R 

350.00 

PRMB 

-R 

600.00 

Leave 

-R 

1 069.00 

Remuneration of councillors 

R 

6 624.00 

Contracted services 

R 

20 135.00 

Other Expenditure 

R 

11 331.00 

R 

87 358.00 


Cash plus investments less application of funds: The purpose of this measure is to 
understand how the municipality has applied the available cash and investments as identified in 
the budgeted cash flow statement. 

2.6.1 Medium-term outlook: operating revenue 

The following table is a break-down of the operating revenue over the medium-term:- 


Description 

2019/20 Medium Term Revenue & Expenditure Framewo 

k 

R thousands 

Budget Year 
2019/20 

% 

Budget Year 
+1 2020/21 

% 

Budget Year 
+2 2021/22 

% 

Property rates 

18 586 333 

17% 

19 794 445 

18% 

21 081 084 

17% 

Service charges 

809 178.00 

1% 

861 775 

1% 

917 790 

1% 

investment revenue 

3 104 396 

3% 

3 306 182 

3% 

3 521084 


Transfers recognised - 
operational 

77 275 100 

71% 

76 634 393 

70% 

86 385 266 


Other own revenue 

9 801 572 

m 

9 622 842 

9% 

10 378 948 


Total Revenue (excluding capital 
transfers and contributions) 

109 576 579 


110 219 636 


122 284171 


Total Operating Expenditure 

120 125 642 


129 122 200 


136 785 206 


Surplus / (Deficit) 

-10 549 063 


-18 902 564 


-14 501 035 
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Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists 
in the compilation of a credible and funded budget. The municipality derives most of its income 
from grants and property rates. 

The revenue strategy is a function of key components such: 

• Growth in the Municipalities economic development; 

• Revenue management and enhancement; 

• Achievement of a 80% annual collection rate; 

• National Treasury guidelines; 

• Achievement of a full cost recovery on service charges; 

• The Property rates policy in terms of the Municipal Property Rates Act, 2004; and 

• The ability to extend services and obtain cost recovery 

For the medium term, the funding strategy has been informed directly by ensuring financial 
sustainability and continuity. 

2.6.2 Medium term outlook: capital revenue 

The following table is a breakdown of the funding composition of the 2019/2020 MTREF capita! 
programme: 


Funded Bv 

Budaetvear 
2019/2020 

% 

Budaet vear 
+1 2020/2021 

% 

National Government 

17 518 956 

64% 

18 570 096 

73% 

Provincial Government 

2 345 000! 

9% 

365 700 

1% 

Internally generated Funds 

7 440 012 

27% 

6 575 160 

26% 

TOTAL CAPITAL FUNDING 

27 303 968 

100% 

25 510 956 

100% 


Capital grants and receipts equates to 73 per cent of the total funding source which represents R 
19.8 million for the 2019/2020 financial year. 

2.6.3 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is funded 
over the medium-term. The table below is consistent with international standards of good 
financial management practice and also improves understand ability for councillors and 
management. 


Description 

2017/18 

Current Year 2018/19 

2019/20 Medi 

jm Term Revenue 
Framework 

& Expenditure 

R thousand 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Pre-audit 

outcome 

Budget Year 
2019/20 

Budget Year 
+1 2020/21 

Budget Year 
+22021/22 

CASH FLOW FROM OPERATING 
ACTIVITIES 
















iHHisiiMiiSiSssi 

8 053 

1750 

1750 

1979 

17129 

18190 

19 320 
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Description 

R thousand 


Service charges _ 


Other revenue 


Government - operatin 


Government - capital 

Interest _ 

Dividends 


Payments 


Suppliers and employees 
Finance charges 


Transfers and Grants 


NET CASH FROMZ(USED) 
OPERATING ACTIVITIES 


Audited 

Outcome 


Current Year 2018/19 

Adjusted 

Budget 


2019/20 Medium Term Revenue & Expenditure 
_ Framework 

Pre-audit I Budget Year Budget Year Budget Year 



69 506 

68891 

19262 

22 756 

2 840 

1595 


2019/20 
1 255 
9 324 


77 275 


+1 2020/21 


+2 2021/22 
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2.6.4 Cash backed reserves/accumulated surplus reconciliation 


Description 

R thousand 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & Expenditure 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Budget Year 
2019/20 

Budget Year+1 
2020/21 

Budget Year +2 
2021/22 

Cash and Investments available 









1. LocaltDislrict municipalities to i 

(22 808) 

(122650) 

(29693) 

13 745 

(22 450) 

39 238 

28 772 

22 822 

Other current Investments > 90 days 

62 773 

(265) 

(265) 

26 219 

34 084 

550 

53 

10 579 

Investments - Investment in Associate 

0 

- 

- 

0 

0 

0 



Cash and investments available: 

39 965 

(122915) 

(29 958) 

39 965 

11634 

39 788 

28 826 

33401 

Aoolicatlon ot cash and investments 









Total Trade and other payables 

(0) 

- 

- 

432 

(0) 

432 

(270) 

291 

Unspent borrowing 

- 

- 

- 

" 





Statutory requirements 









Other working capital requirements 

(21 055) 

(3774) 

(4147) 

12 621 

1245 

2 968 

2877 

3 053 

Other provisions 









Long teim Inveslments committed 

- 


- 

- 

- 




Reseives to be backed by cash/investments 










(21 055) 

(3774) 

(4147) 

13 053 

1245 

3 400 

2 607 

3 343 

Surplus(shortfall) 

61 020 

(119141) 

(25 811) 

26 911 

10 389 

36 386 

26 219 

30058 


From the above table it can be seen that the cash and investments available total R67 million. 

The following is an application of this funding:- 

• Unspent conditional grants are automatically assumed to be an obligation. The municipality is 
however budgeting to spend all unspent conditional grants; 

• The reserves to be cash baked is the funds in respect to the Housing Development fund 
National Treasury requires that the municipality assess its financial sustainability against fourteen 
different measures that look at various aspects of the financial health of the municipality. These 
measures are contained in the table above. All the information comes directly from the annual 
budgeted statements of financial performance, financial position and cash flows. The funding 
measurement table essentially measures the degree to which the proposed budget complies with 
the funding requirement of the MFMA. 


2.7 Expenditure on grants and reconciliations of unspent funds 


Description 

Ref 

2019/20 Medium Term Revenue & Expenditure Framework 

R thousand 


Budget Year 2019/20 

Budget Year+1 2020/21 

Budget Year+2 2021/22 

EXPENDITURE: 

1 











74 269 

72452 

83 214 

Local Government Equitable Share 


69 731 

67755 

78 350 

Finance Management 


1900 

1900 

1900 

EPWP incentive 


: T 716 

1819 

1928 

MiG Operational (PMU) 


922 

977 

1036 
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Description 

Ref 

2019/20 Medium Term Revenue & Expenditure Framework 

R thousand 


Budget Year 2019/20 

Budget Year+1 2020/21 

Budget Year+2 2021/22 | 

Provincial Government: 


2851 

2 998 

3166 

Library Grant 1 


211 

226 




2 640 ' : 

2 772 > 


Total operating expenditure of Transfers and Grants; 


77120 

75450 

86 380 

Capital expenditure of Transfers and Grants 





National Government: 


17 500 

18 276 

19 384 

Municipal Infrastructure Grant (MIG) 


17 500 

18 276 

19 384 

Other capital transfers/qrants [insert desc] 





Provincial Government: 


_ 

_ 

- 






Other qrant providers: 


_ 

_ 

- 

Arts and culture (donated assets) 



■ V 


Total capital expenditure of Transfers and Grants 


17 500 

18 276 

19 384 

TOTAL EXPENDITURE OF TRANSFERS AND 


94 620 

93 725 

105 764 

GRANTS 





The municipality commits to spending all grants received. Every attempt will be made to avoid an 
application for roll-overs. 
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2.8 Allocations on grants made by the municipality 


Description 


R thousand 


2019/20 Medium Term Revenue & Expenditure Framework 
Budget Year 2019/20 Budget Year+1 2020/21 ^2021122 * 2 


Cash Transfers to other municipalities 
Insert description 


Total Cash Transfers To Municipalities: 


Cash Transfers to Entitles/Other External Mechanisms 


Insert description 


Total Cash Transfers To Entitles/Ems'_ 


Cash Transfers to other Organs of State 


Insert description 


Total Cash Transfers To Other Organs Of State: 
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Description 

R thousand 

Ref 

2019/20 Medium Term Revenue & Expenditure Framework 

Budget Year 2019/20 

Budget Year+1 2020/21 

Budget Year +2 
2021/22 

Total Non-Cash Grants To Groups Of Individuals: 


954 

1016 

1 082 

TOTAL NON-CASH TRANSFERS AND GRANTS 


954 

1016 

1 082 

TOTAL TRANSFERS AND GRANTS 

6 

954 

1 016 

1082 


Grants to individuals are in respect to Free Basic Electricity, Free Basic Refuse and indigent 
rates. 


2.9 Councillor and employee benefits 


Summary of Employee and 
Councillor remuneration 

Current Year 2018/19 

2019/20 Medium Term Revenue 
Framework 

.Expenditure 

R thousand 

Original Budget 

Adjusted Budget 

Full Year 
Forecast 

Budget Year 
2019/20 

Budget Year 
+1 2020/21 

Budget Year 
+2 2021/22 

Councillors (Political Office 

Bearers dIus Other) 






Basic Salaries and Wages 

4 598 

4 598 

1880 

4 828 

5190 

4693 

Pension and UIF Contributions 

131 

131 

321 

137 

146 

156 


■69 

69 

179 

73 

77 

82 

Motor Vehicle Allowance 

621 

621 

1568 

935 

996 

1060 

Cellphone Allowance 

576 

576 

9 353 

652 

694 

739 


5996 

5 996 

13 301 

6 624 

7103 

6730 

% increase 

18.9% 


121.8% 

(50.2%) 

7.2% 








Basic Salaries and Wages 

41 294 

40 258 

38 809 


44 396 

47 281 

Pension and UIF Contributions 

255 

253 

220 

E B 

276 

294 

Medical Aid Contributions 

1 814 

1 747 

1191 



2193 

Overtime 

• 208 

331 

420 

464 

494 

526 

Performance Bonus 

2 642 

2 371 

2 068 


2963 

3155 

Motor Vehicle Allowance 

1 200 

1 128 

1046 

■ a 



Houslnq Allowances 

59 

75 

73 

76 : 

81 

86 

Payments in lieu of leave 

1 070 

1 100 

676 

1 178 

1254 

1336 

Lonq service awards 

350 

350 

'L.' 

374 

399 

425 

Post-retirement benefit obligations 

600 T 

600 

•••**• — V.." 

642 

684 

728 

Sub Total • Other Municipal Staff 

49 493 

48 212 

44503 

51 288 

54 621 

58172 

0 

24,1% 

(2.6%) 

(7.7%) 

15.2% 

6.5% 

6.5% 

Total Parent Municipality 

55489 

54 208 

57 805 

57 912 

61 724 

64902 


The increase in respect to staff is more than 7.5 per cent implemented to consider the proposed 
annual salary increment and job evaluation. This is due to the following:- 
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• The municipality has incorporated a 7% annual increment increase; 

• The new budget has also considered an additional notch increase; 

• 5 per cent to cater for job evaluation. 


2.10 Monthly targets for revenue, expenditure and cash flow 























































































2.10 Annual budgets and SDBIPs - internal departments 

• As per Attached Final SDBIP. (Final SDBIP to be approved by the MAYOR) 

2.11 Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, the following contracts are 
awarded beyond the medium-term revenue and expenditure framework (three years - 36 
months) 

- Municipal Valuer 

- Financial Management System (This is currently on a year on year basis, however we 
will have to include this contract going forward) 


2.11 Capital expenditure details 


MIG FUNDED PROJECTS 


1 project 

1 al’T 



MG - PMUOPEX 

MK5 

Al 


MSS v mcMMOND SPORT COMPLEX 

MIG 

1 

3003030.03 

MG SMCTI BRiDGE 

MIG 

1&2 

500003.03 

MSG - MAGODA MAIN ROAD 

MIG 

2&7 

sooaa.oo 

MiG - RAM BATH A SIDEWALK {BUS S! Cl TCR5 P2} 

MIG 

2 

000000.00 

MiG - E2INDONGEM MAIN ROAD 

MIG 

3 

300300003 

MiG HOPEWELL INTERNAL ROAD 

MIG 

4 

160303003 

MiG - HOPEWELL INTERNAL ROAD PHASE 2 

MIG 

4 


MK3 - EZUlWSNI BRIDGE 

MIG 

5 

568943 00 

MiG» SMQZOMDI MAIN ROAD PHASE 3 

MIG 

6 

500303003 

MIG UGANDA ACC CSS ROAD (BUS-SI ICLTCRS) 


7 

550003,03 

MiG - SPORT rACIUTY 


4&5 

200395700 


17 S1SSO0.C0 


LIBRARY GRANTS 






AtRCONK5PS3VatU8 

LIB GRANT 

1 

24996.09 

MAIN IS GENERATOR 

LIB GRANT 



MA2UKA LS G£?€ RATOR . 

US GRANT 


1 €0000.09 


■Enm 


OTHER GRANTS 


IpROiCCT 



mm 

[BUDGET | 

Rktruund IrieubaScri 

STRP 

j 



BHBEm 


































































































































































































































































































































































































































































































































! 

1 




111 Is? I |S| fSi 

IP in i iif si! 

i!i in i itl iii 




B 





sf ?•! 

if III 

II 

13 

I- 

i! 


js. 

(III! If 


I 

I 

M 

1 

n 


iiilil 




























































































































































































































































































































































































Richmond Municipality 


2019/2020 Annual Budget and MTREF 


PROJECT - T- 1 

Richmond Testing Ground 


WARD 

1 

BUDGET (19/20) 

1 500 000.00 

Richmond Memorial Hall 


1 

1 500 000.00 

Richmond Agricultural Hall 


1 

1 500 000.00 

Fencing of Sport field 




SPORTSFIELD GOAL POLES 



72 000.00 

INFORMAL ECONOMY SIGNAGE LED 



9 996.00 

ANIMAL POUND 

INT 


200 004.00 

ARMOUR 

INT 


80 004.00 

REHABILITATION OF SLAHLA HALL TOILETS 

INT 


9 996.00 

SURFACE PAVING INHLAZUKA 

INT 


200 004.00 

LED LAPTOPS 2 

INT 


30 000.00 

COMPUTER DISASTER 

INT 


15 000.00 

TABLES FOR HALLS 

INT 


30 000.00 

CHAIRS FOR HALLS 

INT 


50 004.00 

FINANCE CHAIRS 

INT 


12 000.00 

HIGH DENSITY MOBILE UNITS FINANCE 

INT 


69 996.00 

BINDER FINANCE 

INT 


1 500.00 

PROJECTOR FINANCE 

INT 


8 004.00 

TENDER BOX 

INT 


1 500.00 

MM AIRCONS 

INT 


30 000.00 

PROJECTOR LIB 

INT 


8 004.00 

GPS CORDLESS 

INT 


2 496.00 

BANNERS DISASTER 

INT 


6 996.00 

GAZEBO DISASTER 

INT 


5 004.00 

SHREDDER BTO 

INT 


1 500.00 

DISASTER LIGHTINGS 

INT 


69 996.00 

SECURITY CAMERAS 

INT 


500 004.00 

SAFE DOOR 

INT 


30 000.00 

LIGHTS FOR TRAFFIC VEHICLES 

INT 


60 000.00 

ALCOHOL SCREENERS 

INT 


30 000.00 

ROAD BLOCK EQUIPMENT 

INT 


99 996.00 

THUSONG ALUMINIUM DOORS 

INT 


39 996.00 

MZINOLOVU ALUMINIUM DOORS 

INT 


24 996.00 

CAMERAS 

INT 


3 000.00 

PALISADE FENCING FOR SLAHLA HALL 

INT 


500 004.00 

SPEED TIMING MACHINE TRAFFIC 

INT 


5 004.00 

BOOM GATE MAIN OFFICES 

INT 


50 004.00 

COLD ROOM FOR SMALL BUS INCUBATION CENTRE LED 

INT 


99 996.00 

PARKHOME DISASTER 

INT 


35 004.00 

WINDY HOUSE DISASTER 

INT 


210 000.00 

BOREHOLE FOR HALLS AND SPORTSFIELD 

INT 


99 996.00 

TIME AND ATTENDANCE 

INT 


200 004.00 

Chairs for I.A Unit 

INT 


15 000.00 

FILING CABINETS 

INT 


12 000.00 

DESKS FOR LA UNIT 

INT 

| I 11 004.00 

7 440 012.00 


2.13 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 


1. In year reporting 
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Reporting to National Treasury in electronic format was fully complied with on a monthly basis. 
Section 71 reporting to the Mayor (within 10 working days) is undertaken on a monthly basis. 

2. Internship programme 

The municipality is participating in the Municipal Financial Management Internship programme 
and has employed five interns undergoing training in various divisions of the Budget and 
Treasury Office. Since the introduction of the internship programme the municipality has 
successfully employed and trained 15 interns through this programme. 

3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

The detailed SDBIP document is at a Final stage and will be finalised after approval of the 
2018/19 MTREF in May 2018 directly aligned and informed by the 2018/19 MTREF. 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMA Training 

The MFMA training module is available in electronic format. 

Financial Interns are registered for the training. 

8. Policies 

All financial policies are reviewed and adopted annually as part of the budget process 
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PART 1 PREAMABLE 


WHEREAS section 74 of the Local Government: Municipal Systems Act, No. 32 
of 2000, requires that the Council should, in formulating a Tariff Policy for the 
municipality, at least take into consideration the extent of subsidization of tariffs 
for poor households; 

WHEREAS Council therefore needs to approve an Indigent Support Policy; 


WHEREAS such policy must provide procedures and guidelines for the 
subsidization of basic services and tariff charges to its indigent households; and 

WHEREAS the Council has committed itself to render a basic level of services 
necessary to ensure an acceptable and reasonable quality of life, which takes 
into account health and environmental considerations; 

NOW THEREFORE the Council of Richmond Local Municipality has adopted the 
Indigent Support Policy set out hereunder: 

PART 2 KEY DEFINITIONS 

In this Indigent Policy, unless the context otherwise indicates, a word of 
expression to which a meaning has been assigned in the Local Government: 
Municipal Finance Management Act No. 56 of 2003 and other related 
legislations/regulations, has the same meaning as in that Act. 

“Accounts” means statement of moneys received. 

“Act” means the Local Government: Municipal Finance Management Act No. 56 
of 2003, the Local Government: Municipal Systems Act No. 32 of 2000. 

“Authorised Officer” means any official of the Council who has been authorised 
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By the Council to administer, implement and enforce the provisions of this Policy; 

“by law” means a by-law adopted by the Council; 

“Bank” means an institution recognized by the Registrar of Banks. 

“Bank Accounts” are recognized statement of financial holdings on behalf of 
the municipality. 

“Basic municipal services” means a municipal service that is necessary to 
ensure an acceptable and reasonable quality of life that if not provided, would 
endanger public health or safety or the environment. 

“Child headed households” refers to a household headed by a person under 
age of 21 years but with all other requirements for an indigent household as 
stated in this document. 

“Chief Financial Officer” means a responsible official for financial affairs of the 
municipality. 

“Household” is defined as a person, or a group of persons, who occupy a 
common dwelling (or a registered owner or tenant with children who reside on 
the same premises); 

“Indigent” means any household which is responsible for the payment of 
municipal services, earning a combined gross income equivalent to or less than 
two times the Government pension grant as prescribed by the National 
Department of Social Development or in line with the National Indigence 
Framework issued by the Department Local Government (DLG), who qualify, 
according to the policy, for rebates/remissions, support or a services subsidy. 
Examples hereof include pensioners, the unemployed and child-headed families 
who are unable to fully meet their payment obligations for municipal services. 
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“Indigent burial/ cremation” refers to any burial/cremation of an indigent (in 
terms of this policy), motivated by a ward councilor, excluding a pauper. 

“application for indigent” means a process whereby the resident in charge of a 
household, and who is responsible for payment of municipal charges and also 
whose combined household income is equal to or less that the amount as 
determined by Council and is adapted to be classified as an indigent. 

“Municipal value” means the total combined value of land and buildings on a 
property, as reflected in the municipal valuation roll. 

“Occupier” means the person who controls and resides on or controls and 
otherwise uses immovable property, provided that — 

[a] the spouse of the owner of immovable property, which is used by such 
spouse or owner as a dwelling at any time, shall be deemed to be the occupier 
thereof; 

[b] where both spouses reside on immovable property and one of them is an 
occupier thereof, the other shall also be deemed an occupier; 

“Owner”, in relation to immovable property, means - 

[a] the person in whom the legal title to the property is vested provided that - 

[i] the lessee of immovable property which is leased for a period of not less than 
fifty years, whether the lease is registered or not, shall be deemed to be the 
owner thereof; and 

[ii] the occupier of immovable property occupied in terms of a servitude or right 
analogous thereto shall be deemed the owner thereof; 

[b] if the owner is deceased, insolvent, has assigned his or her estate for the 
benefit of his or her creditors, has been placed under curatorship by order of 
court or is a company being wound up or under judicial management, then the 
person in whom the administration of such property is vested as executor, 
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administrator, trustee, assignee, curator, liquidator or judicial manager, as the 
case may be; 

[c] if the owner is absent from the Republic or if his or her address is unknown to 
the municipality, then any person who as agent or otherwise receives or is 
entitled to receive the rent in respect of such property; or 

[d] if the municipality is unable to determine who such person is, then the person 
who is entitled to the beneficial use of such property; 

“Premises” includes any piece of land, the external surface boundaries of which 
are delineated on - 

[a] a general plan or diagram registered in terms of the Land Survey Act, 1997 
[Act No. 8 of 1997] or in terms of the Deeds Registries Act, 1937 [Act No. 47 of 

1937]; 

[b] a general plan registered in terms of the Sectional Titles Act, 1986 [Act No. 95 
of 1986], and situated within the jurisdiction of the municipality; 

“Property” means land in the Republic and any fixtures thereon; 

“Free Basic Services” includes electricity, rates, refuse and sewerage 


PART 3 OBJECTIVE 

Because of the level of unemployment and subsequent poverty in the municipal 
area, there are households which are unable to pay for normal municipal 
services. The municipality therefore adopts this indigency management policy to 
ensure that these households have access to at least basic municipal services, 
and is guided in the formulation of this policy by the national government’s policy 
in this regard. 

This policy supersedes all financial policy instructions that have previously been 
issued. 
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Failure to comply with the prescribed policies will result in the institution of 
disciplinary in terms of the stipulated human resources policies and procedures 
of Richmond Municipality. 

PART 4 PURPOSE 


The purpose of this policy is to ensure: 

• the provision of basic services to the community in a sustainable manner 
within the financial and administrative capacity for the council 

• To provide procedures and guidelines for the subsidisation od basic 
service charges to its indigent household, using the Council’s budgetary 
provisions received from Central Government, according to prescribed 
policy guidelines. 

The Council also recognises that many residents can simply not afford the full 
cost of provision and for this reason the Council will endeavor to ensure 
affordability through: 

• Setting tariffs in terms of the Council Tariff Policy, which will balance the 
economic viability of continued service delivery 

• Determining appropriate service levels 
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PART 5 LEGISLATIVE FRAMEWORK 


This framework is designed and implemented within the contexts, but not limited 
to other prescripts: 

a) the Constitutional of the Republic of South Africa, 1996; 

b) the Local Government Municipal Finance Management Act, 2003 (Act 
No. 56 of 2003) 

c) the Promotion of Administrative Justice Act, 2000 (Act No. 3 of 2000) 

d) the Promotion of Access to Information Act, 2000 (Act No. 2 of 2000) 

e) the Local Government: Municipal Property Rates Act, 2004 (Act No. 6 of 
2004) 

f) the Local Government: Municipal Structures Act 2000, (Act No. 33 of 
2000 ) 

g) the Local Government: Municipal Systems Act 2003, (Act No. 32 of 2003) 

h) the Free Basic Alternative Energy Policy 2007; 

i) the Free Basic Electricity Policy 2003; 

j) the National Policy for the Provision of Basic Refuse Removal Services to 
Indigent Households 2011; 


PART 6 QUALIFICATION CRITERIA FOR INDIGENT SUPPORT 
INDIGENT SUPPORT 

Households where verified total gross monthly income of all occupants over 18 
years of age does not exceed an old age state pension times two applicable at 
the time, or such other amount as the council may from time to time determine, 
qualify for a subsidy on property rates, service charges for refuse removal and 
will additionally receive 50 kWh of electricity per month free of charge (pre-paid) 
and an equivalent monetary value for conventional meters. 
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Oniy households where the accountholder or property owner has registered as 
indigent in terms of the municipality's annual registration programme, and whose 
registration has been accepted and entered into the register of indigents shall 
qualify for the above concessions. 

For a household to qualify for subsidies or rebates on the major service charges 
(see part 8 below), the registered indigent must be the full-time occupant of the 
property concerned, and if not also the owner of the property concerned, may not 
own any other property, whether in or out of the municipal area. 

For a household to qualify for a rebate on rates, the registered indigent must be 
both the owner and fulltime occupant of the property concerned, and may not 
own any other property, whether in or out of the municipal area. 

Indigency relief shall apply for a period not extending beyond the financial year in 
which the particular household is registered as indigent. Registration must be 
renewed in each registration programme if relief is to continue. 

To register as an indigent, the relevant property owner or accountholder must 
personally complete and sign the registration form provided by the municipality 
for this purpose, and furnish such further documentation as the municipality 
specifies. The municipal manager will provide assistance to persons who cannot 
read or write, at such times and places as are specified in the notices published 
to indicate that the registration programme is to take place. Registration will take 
place on dates and at times and places determined by the council, but shall 
generally be undertaken during January and/or February each year. 

FREE BASIC SERVICES: 


Households where the verified gross monthly incomes off all occupants over 18 
years of age does not exceed two times the old age state pension applicable at 


Richmond Municipality, Indigent Policy 





the time. Owners with more than one property do not qualify. Proof of 
unemployment 

Application should be made on a prescribed form. A payment arrangement in 
addition to the grant should be made if account is in arrears. Application shall be 
made every 12 months. The grant will take effect from the date of approval of the 
application. All Pay pension card or salary advices must be submitted with the 
application. 

The grant period is dependent on the funds available from Government. The 
grant is given only if the tenant of municipal property or owner is staying on the 
premises. The allocation of free services may vary on an annual basis 
depending on tariff structures and availability of equitable share funds. The 
subsidy grant is as annually determined by Council which will be credited 
towards the current account during the monthly billing. 

Pensioners in old age home where the home’s sewerage and refuse account will 
be credited with the prescribed amount as determined by Council per pensioner 
(room), who qualifies, residing in the old age home after an application form and 
affidavit is completed stating the number etc. Individuals who make themselves 
guilty of any malpractices will forfeit the payment of the grant. 

PART 7 COMMUNICATION PROCEDURES 

The municipality will utilise its communication strategy for purposes of informing 
and educating communities in order to have a clear understanding of this policy 
and its implementation. Regular information dissemination through ward 
committees, community based organisations and face-to-face contact by means 
of imbizo’s will be undertaken to eliminate unrealistic expectations both in terms 
of qualifying for subsidy as well as service delivery in general. 
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PART 8 APPLICATION OF THE POLICY 


The subsidies on rates and the specified service charges will be determined as 
part of each annual budget and in terms of the municipality’s policies on property 
rates and tariffs. 

Electricity - Households qualify for free electricity with a connection of 20 amps 
(pre-paid), up to the monetary value applicable at the time. The benefits are 
reserved for consumers who are prepared to limit their electricity current demand 
to 20 amps. With regards to conventional meters, the monetary value equivalent 
to 50kwh will apply. 

In respect of household refuse removal, the relief granted shall be a rebate of 
100% on the monthly amount billed for the service concerned. Furthermore, the 
relief shall be granted to households living on properties with a market value of 
not more than R45 000, which can be classified as low cost housing. 

PART 9 NON-COMPLIANCE OF HOUSEHOLDS REGISTERED AS INDIGENT 

When a property owner or accountholder who has registered as an indigent fails 
to comply with any arrangements or conditions materially relevant to the receipt 
of indigency relief, such person will forfeit his or her status as a registered 
indigent with immediate effect, and will thereafter be treated as an ordinary 
residential property owner or accountholder for the financial year concerned. 

The onus is on each registered indigent to advise the municipal manager of such 
failure to comply. 

it may happen that even with the introduction of the indigent policy, certain 
households may fall into arrears in respect of the amounts due by them. The 
property owner or accountholder concerned will have to make immediate 
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arrangements with the municipal manager to pay off these arrears owing within a 
reasonable time determined by the municipal manager in terms of the 

municipality’s credit control and debt collection policy. If these arrangements are 
not made, no subsidies will be paid or free services provided, and services may 
be terminated in terms of the municipality’s credit control and debt collection 
policy. 


The relief to indigents may be withdrawn at the discretion of the municipal 
manager if: 

• a registered indigent who qualifies for such relief fails to keep to the terms 
of the policy agreement; or 

• any tampering with the installations of the municipality is detected. 

If a registered indigent is found to have provided fraudulent information to the 
municipality in regard to any material condition for registration as an indigent, 
such person shall immediately be removed from the register of indigents, and 
shall be liable to repay to the municipality with immediate effect all indigency 
relief received from the date of such fraudulent registration. Moreover, such 
person may not again be considered for indigency relief for a period extending for 
5 (five) years beyond the financial year in which the misdemeanour is detected. 

Indigency relief will not apply in respect of property owners owning more than 
one property, whether in or outside the municipal area. 
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PART 10 APPEAL 


a) An indigent household application, which has been declined, may appeal 
against such decision. 

b) The appeal must be in writing and lodged with the Accounting Officer within 
14 days after the receipt of the notification setting out: 

i. The reason for the appeal 

ii. Any other documentary proof in support of the appeal 

c) The appeal shall be decided 

i. Within 14 days after lodgment of the appeal; 

ii. Strictly in terms of the provisions of this policy; 

iii. By three officials from Community and Social Services, designated by 
the Accounting Officer 

d) The decision of the committee is final and the appellant shall be notified of the 
outcome in writing. 

PART 11 OFFENCES 

Any applicant who misuses this Policy or provides incorrect information to the 
Municipality and or tempers with the supply of services or municipal installations 
shall be subject to forfeiture of indigent status, criminal prosecution and other 
measures as determined by Council, with the Credit and Debt Collection Policy. 
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PART 12 REPORTING REQUIREMENTS 


The municipal manager shall report on a monthly basis to the executive mayor or 
executive committee, as the case may be, for the month concerned and by 
municipal ward: 

• the number of households registered as indigents and a brief explanation 
of any movements in such numbers; 

• the monetary value of the actual subsidies and rebates granted; 

• the budgeted value of the subsidies and rebates concerned; and 
the above information cumulatively for the financial year to date. 

The executive mayor or executive committee, as the case may be, shall 
submit the above reports on a quarterly basis to the council and to the 
municipality’s ward committees, or monthly frequently to any ward 
committees if so requested. 
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RATES POLICY 


PREAMBLE 

WHEREAS: 

The Council of the Richmond Municipality has resolved to levy rates on the market value of all 
rateable properties in its area jurisdiction as reflected in its property register compiled in terms of 
section 23 of the Act in order to provide a reliable source of revenue to provide basic services and 
perform its functions. 

The Municipality must in accordance with the provision of section 3 of the Act adopt a rates policy 
consistent with the Municipal Property Rates Act, 2004 (Act No. 6 of 2004) on the levying of rates in 
the municipality. 

Revenue raised from property rates will be used to fund services that benefit the community as a 
whole as opposed to individual households, and these services include, but are not limited to, the 
maintenance of streets, roads, sidewalks, lighting, storm drainage facilities, municipal and recreation 
facilities, cemeteries as well as the municipal administration in general. 

DEFINITIONS 

Any words and phrases referred to in this policy shall have the same meaning and interpretation 
assigned in terms of the Municipal Property Rates Act 6 of 2004 ("the Act”) and for this purpose lists 
hereunder the definitions used in the Act. 

In this Act, unless the context indicates otherwise— 

“agent”, in relation to the owner of a property, means a person appointed by the owner of the 
property- 

fa) to receive rental or other payments in respect of the property on behalf of the owner; or 
(b) to make payments in respect of the property on behalf of the owner; 

“agricultural purpose”, means property that is used primarily for agricultural purposes but, without 
derogating from section 9, excludes any portion that is used commercially for the hospitality of 
guests and excludes the use of 

(a) the property for the purpose of eco-tourism or for the trading in or hunting of game; 
“annually” means once every financial year; 

“appeal board” means a valuation appeal board established in terms of section 56; 
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"assistant municipal valuer” means a person designated as an assistant municipal valuer in terms 
of section 35 (1) or (2); 

“category”— 

(a) in relation to property, means a category of properties determined in terms of section 8; and 

(b) in relation to owners of properties, means a category of owners determined in terms of 
section 15 (2); 

“data-coliector” means a person designated as a data-collector in terms of section 36; 

“date of valuation” means the date determined by a municipality in terms of section 31 (1); 

“day” means when any number of days are prescribed for the performance of any act, those days 
must be reckoned by excluding the first and including the last day, unless the last day falls on a 
Saturday, Sunday or Public Holiday, in which case the number of days must be reckoned by 
excluding the first day and also any such Saturday, Sunday or public Holiday; 

"district municipality” means a municipality that has municipal executive and legislative authority 
in an area that includes more than one municipality, and which is described in section 155 (1) of the 
Constitution as a category C municipality; 

“dominant use" shall be assessed on the higher of either; 

13.3.2.1 the measured extent under use (land and/or buildings), or 

13.3.2.2 the gross rental value of the area under use (land and/or buildings) 
where at least 66% of that property is used for a particular purpose. 


“effective date”— 

(a) in relation to a valuation roll, means the date on which the valuation roll takes effect in terms 
of section 32 (1); or 

(b) in relation to a supplementary valuation roll, means the date on which a supplementary 
valuation roll takes effect in terms of section 78 (2) (b); 

“exclusion”, in relation to a municipality's rating power, means a restriction of that power as 
provided for in section 17; 

“exemption”, in relation to the payment of a rate, means an exemption granted by a municipality in 
terms of section 15; 

“financial year” means the period starting from 1 July in a year to 30 June the next year; 

“Income Tax Act” means the Income Tax Act, 1962 (Act No. 58 of 1962); 

“land reform beneficiary”, in relation to a property, means a person who— 

(a) acquired the property through— 

__4__ 
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(i) the Provision of Land and Assistance Act, 1993 (Act No. 126 of 1993); or 

(ii) the Restitution of Land Rights Act, 1994 (Act No. 22 of 1994); 

(b) holds the property subject to the Communal Property Associations Act, 1996 (Act No. 28 of 
1996); or 

(c) holds or acquires the property in terms of such other land tenure reform legislation as may 
pursuant to section 25 (6) and (7) of the Constitution be enacted after this Act has taken 
effect; 

“land tenure right” means a land tenure right as defined in section 1 of the Upgrading of the Land 
Tenure Rights Act, 1991 (Act no. 112 of 1991); 

“local community”, in relation to a municipality- 
fa) means that body of persons comprising— 

(i) the residents of the municipality; 

(ii) the ratepayers of the municipality; 

(iii) any civic organizations and non-governmental, private sector or labour organizations 
or bodies which are involved in local affairs within the municipality; and 

(iv) visitors and other people residing outside the municipality who, because of their 
presence in the municipality, make use of services or facilities provided by the 
municipality; and 

(b) includes, more specifically, the poor and other disadvantaged sections of such body of 
persons; 

“local municipality” means a municipality that shares municipal executive and legislative authority 
in its area with a district municipality within whose area it falls, and which is described in section 
155 (1) of the Constitution as a category B municipality; 

“market value”, in relation to a property, means the value of the property determined in accordance 
with section 46; 

“MEC for local government” means the member of the Executive Council of a province who is 
responsible for local government in that province; 

“metropolitan municipality” means a municipality that has exclusive executive and legislative 
authority in its area, and which is described in section 155 (1) of the Constitution as a category A 
municipality; 

“Minister” means the Cabinet member responsible for local government; 

“multiple purposes”, in relation to a property, means the use of a property for more than one 
purpose, subject to section 9; 
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“municipal council” or “council” means a municipal council referred to in section 18 of the 
Municipal Structures Act; 

“Municipal Finance Management Act" means the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003); 

“municipal manager” means a person appointed in terms of section 82 of the Municipal Structures 
Act; 

“Municipal Structures Act” means the Local Government: Municipal Structures Act, 1998 (Act 
No. 117 of 1998); 

“Municipal Systems Act” means the Local Government: Municipal Systems Act, 2000 (Act No. 32 
of 2000); 

“municipal valuer” or “valuer of a municipality" means a person designated as a municipal valuer 
in terms of section 33 (1); 

“newly rateable property” means any rateable property on which property rates were not levied 
before the end of the financial year preceding the date on which this Act took effect, excluding— 

(a) a property which was incorrectly omitted from a valuation roll and for that reason was not 

rated before that date; and 

(b) a property identified by the Minister by notice in the Gazette where the phasing-in of a rate is 
not justified; 

“occupier”, in relation to a property, means a person in actual occupation of a property, whether or 
not that person has a right to occupy the property; 

“office bearer”, in relation to places of public worship, means the primary person who officiates at 
services at the place of worship; 

“official residence” in relation to places of public worship, means- 

a) a portion of the property used for residential purposes; or 

b) one residential property, if the residential property is not located on the same property 
as the place of public worship, 

registered in the name of a religious community or registered in the name of trust established for 
the sole benefit of a religious community and used as a place of residence for the office bearer; 
“organ of state” means an organ of state as defined in section 239 of the Constitution, 

“owner”— 

(a) in relation to a property referred to in paragraph (a) of the definition of "property , means a 
person in whose name ownership of the property is registered; 

(b) in relation to a right referred to in paragraph (b) of the definition of “property, means a 

person in whose name the right is registered; 

__ 6 ___ 
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(bA) in relation to a time sharing interest contemplated in the Property Time- Sharing control 
Act, 1983 (Act no 75 of 1983), means the management association contemplated in 
regulations made in terms of Section 112 of the Property Time-Sharing control Act, 1983, 
and published in government notice R327of 24 February 1984; 

(bB) in relation to a share in a share block company, the share block company is defined in 
the Share Blocks Control Act, 1980 (Act no. 59 of 1980); 

(bC) in relation to buildings, other immovable structures and infrastructure referred to in 
section 17(1)(f), means the holder of the mining right or the mining permit; 

(c) in relation to a land tenure right referred to in paragraph (c) of the definition of "property", 
means a person in whose name the right is registered or to whom it was granted in terms of 
legislation; or 

(d) in relation to public service infrastructure referred to in paragraph (d) of the definition of 
"property”, means the organ of state which owns or controls that public service infrastructure 
as envisaged in the definition of “publicly controlled", provided that a person mentioned 
below may for the purposes of this Act be regarded by a municipality as the owner of a 
property in the following cases: 

(i) A trustee, in the case of a property in a trust excluding state trust land; 

(ii) an executor or administrator, in the case of a property in a deceased estate; 

(iii) a trustee or liquidator, in the case of a property in an insolvent estate or in 
liquidation; 

(iv) a judicial manager, in the case of a property in the estate of a person under judicial 
management; 

(v) a curator, in the case of a property in the estate of a person under curatorship; 

(vi) a person in whose name a usufruct or other personal servitude is registered, in the 
case of a property that is subject to a usufruct or other personal servitude; 

(vii) a lessee, in the case of a property that is registered in the name of a municipality 
and is leased by it; 

(viiiA) a lessee, in the case of property to which a land tenure right applies and 
which is leased by the holder of such right; or 

(viii) a buyer, in the case of a property that was sold by a municipality and of which 
possession was given to the buyer pending registration of ownership in the name 
of the buyer; 
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“permitted use”, in relation to a property, means the limited purposes for which the property may be 
used in terms of— 

(a) any restrictions imposed by 

(i) a condition of title; 

(ii) a provision of a town planning or land use scheme; or 

(b) any legislation applicable to any specific property or properties; or 

(c) any alleviation of any such restrictions; 

“person” includes an organ of state; 

“place of public worship” means property used primarily for the purposes of congregation, 
excluding a structure that is primarily used for educational instruction in which secular or religious 
education is the primary instructive medium; Provided that the property is - 

a) registered in the name of the religious community; 

b) registered in the name of a trust established for the sole benefit of a religious 
community; or 

c) subject to a land tenure right; 

“prescribe” means prescribe by regulation in terms of section 83; 

“property” means- 

fa) immovable property registered in the name of a person, including, in the case of a sectional 
title scheme, a sectional title unit registered in the name of a person; 

(b) a right registered against immovable property in the name of a person, excluding a mortgage 
bond registered against the property; 

(c) a land tenure right registered in the name of a person or granted to a person in terms of 
legislation; or 

(d) public service infrastructure; 

“property register” means a register of properties referred to in section 23; 

“protected area” means an area that is or has to be listed in the register referred to in section 10 of 
the Protected Areas Act; 

“Protected Areas Act” means the National Environmental Management: Protected Areas Act, 
2003; 

“public benefit organization” properties owned by public benefit organsations and used for any 
specific activities listed in Part 1 of the Ninth Schedule of the Income tax Act; 

“publicly controlled” means owned by or otherwise under the control of an organ of state, 
including— 

(a) a public entity listed in the Public Finance Management Act, 1999 (Act No. 1 of 1999); 
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(b) a municipality; or 

(c) a municipal entity as defined in the Municipal Systems Act; 

“public service infrastructure” means publicly controlled infrastructure of the following kinds: 

(a) national, provincial or other public roads on which goods, services or labour move across a 
municipal boundary; 

(b) water or sewer pipes, ducts or other conduits, dams, water supply reservoirs, water 
treatment plants or water pumps forming part of a water or sewer scheme serving the public; 

© power stations, power substations or power lines forming part of an electricity scheme serving 

the public; 

(d) gas or liquid fuel plants or refineries or pipelines for gas or liquid fuels, forming part of a 
scheme for transporting such fuels; 

(e) railway lines forming part of a national railway system; 

(f) communication towers, masts, exchanges or lines forming part of a communications system 
serving the public; 

(g) runways or aprons at national or provincial airports; 

(h) breakwaters, sea walls, channels, basins, quay walls, jetties, roads, railway or infrastructure 
used for the provision of water, lights, power, sewerage or similar services of ports, or 
navigational aids comprising lighthouses, radio navigational aids, buoys, beacons or any 
other device or system used to assist the safe and efficient navigation of vessels; 

(i) any other publicly controlled infrastructure as may be prescribed; or 

(j) rights of way, easements or servitudes in connection with infrastructure mentioned in 
paragraphs (a) to (i); 

“public service purposes” in relation to the use of a property, means property owned and used by 
an organ of state as- 

(a) hospitals or clinics; 

(b) schools, pre-schools 

“rate” means a municipal rate on property envisaged in section 229 (1) (a) of the Constitution; 
"rateable property” means property on which a municipality may in terms of section 2 levy a rate, 
excluding property fully excluded from the levying of rates in terms of section 17; 

“ratio” means the relationship between the cent amount in the rand applicable to residential 
properties and different categories of non-residential properties: provided that the two relevant cent 
amounts in the rand are inclusive of any relieve 

“rebate”, in relation to a rate payable on a property, means a discount granted in terms of section 15 
on the amount of the rate payable on the property; 
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“reduction”, in relation to a rate payable on a property, means the lowering in terms of section 15 of 
the amount for which the property was valued and the rating of the property at that lower amount; 

“register”— 

(a) means to record in a register in terms of— 

(i) the Deeds Registries Act, 1937 (Act No. 47 of 1937); or 

(ii) the Mining Titles Registration Act, 1967 (Act No. 16 of 1967); and 

(b) includes any other formal act in terms of any other legislation to record— 

(i) a right to use land for or in connection with mining purposes; or 

(ii) a land tenure right; 

“residential property” means a property included in a valuation roll in terms of section 48 (2) (b) as 
residential in respect of which the permitted use is for residential purposes without derogating from 

section 9; 

“Rural Communal Land" means State Trust Land which is either registered in the name of or 
vested in the ownership of the State or the Ingonyama Trust Board and which is held in Trust and 
communally inhabited in terms of old order rights or new order rights, including a traditional system 

of land tenure. 

“Sectional Titles Act” means the Sectional Titles Act, 1986 (Act No. 95 of 1986); 

“sectional title scheme” means a scheme defined in section 1 of the Sectional Titles Act, 

“sectional title unit” means a unit defined in section 1 of the Sectional Titles Act; 

“specified public benefit activity” means an activity listed in item 1 (welfare and humanitarian), 
item 2 (health care) and item 4 (education and development) of Part 1 of the Ninth Schedule to the 

Income Tax Act; 

“state trust land” means land owned by the state- 

fa) in trust for persons communally inhabiting the land in terms of a traditional system of land 

tenure; 

(b) over which land tenure rights were registered or granted; or 

(c) which is earmarked for disposal in terms of the Restitution of Land Rights Act, 1994 (Act No. 
22 of 1994); 

“this Act” includes regulations made in terms of section 83. 

(a) In this Act, a word or expression derived from a word or expression defined in subsection (1) 
has a corresponding meaning unless the context indicates that another meaning is intended, 
“vacant land” means land where no immovable improvements have been erected or in the case of 
properties in the process of construction and the final occupation certificate has not been issued 

where the property cannot be permanently occupied. 

_JO___ - 
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Other Definitions 


“child headed household” means any child who is or is a blood relative of the owner of the 
property and which child is responsible for the care of siblings or parents 
“disabled” means a person who qualifies to receive relief in terms of the Social Services Act. 1992 
(Act No. 59 of 1992) or has been certified as disabled by a medical practitioner; 

“Indigent owner” means an owner of property who is in permanent occupation of the property and 
qualifies for indigent relief in terms of the municipality’s indigent policy.; 

“The Municipality” means the Richmond Municipality; 

“Owners of property in an area affected by a disaster" means owners of property situated within 
an area affected by: 

(a) a disaster within the meaning of the Disaster Management Act 57 of 2002; 

(b) any other serious adverse social or economic conditions; 

“Pensioner” means 

(a) a person in receipt of a social pension; or 

(b) a person over the age of 60 years; or 

© a person who has retired prematurely from employment due to medical reasons 
“Retiree” means a person who has retired from employment in terms of that persons employment or 
who has reached the age of a pensioner; 

“Temporarily without income” means; 

(a) in the case of an employee - 

(i) the period for which the person is entitled to benefits in terms of the Unemployment 
insurance Act; or 

(ii) 90 days whichever is the longer; or 

(c) in any other case, a period of 90 days determined from the date of application by that person 
for relief in terms of the Municipality’s policy; 

“Non-profit organizations” means any organization which is registered in terms of the Non- profit 
Organizations Act, 
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1. IMPLEMENTATION OF THIS POLICY AND EFFECTIVE DATE 

1.1. This policy takes effect from 1 July 2017. 

1.2. The Rates Policy must be reviewed annually, and if necessary amended by the 
Municipal Council, such amendments to be effected in conjunction with the 
Municipality’s annual budget in terms of Sections 22 and 23 of the Municipal Financial 
Management Act, 

1.3 The Municipality has adopted by-laws to give effect to the implementation of its Rates 
policy and such by-laws must be read in conjunction with this policy. The rates by-laws 
may differentiate between; 

1.3.1 categories of properties; and 

1.3.2 categories of owners of properties. 

1.4 The by-laws adopted in terms of item 1.3 may be reviewed annually, and if necessary 
be amended by the Municipal Council, in conjunction and in accordance with the Rates 
Policy, 

2. FUNDAMENTAL PRINCIPLES OF THIS POLICY 

The principles of the policy are to ensure that:- 

2.1 the power of the municipality to impose rates on property will not be exercised in a way 
that materially and unreasonably prejudices national economic policies, economic 
activities or the national mobility of goods services, capital or labour in terms of Section 
229 of the Constitution of the Republic of South Africa; 

2.2 ail ratepayers, in a specific category, as determined by council from time to time, will be 
treated equitably; 

2.3 property rates will be assessed on the market value of all rateable properties in the 
jurisdiction of the municipality and for the purpose of generating revenue to balance the 
budget after taking into account: 
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2.3.1 profits generated on trading and economic services; and 

2.3.2 the amounts required to finance exemptions, rebates and reductions of rates as 
approved by council from time to time; 

2.4 property rates will not be used to subsidize trading and economic services; 

2.5 the rates income generated by the municipality will take into account relief measures to 
address the social and economic needs of the community; 

2.6 this Policy was developed in consultation with the community and in compliance with a 
process of community participation in terms of Chapter 4 of the Municipal Systems Act. 

3. THE PURPOSE OF THIS POLICY 

The purpose of this policy is to: 

3.1 comply with the provisions section 3 of the Municipal Property Rates Act, 2004 (Act No. 
6 of 2004); 

3.2 give effect to the principles outlined above; 

3.3 determine the methodology and to prescribe procedures for the implementation of the 
Act; 

3.4 determine criteria to be applied for the levying of differential rates for different categories 
of properties; 

3.5 determine or provide criteria for the determination of categories of properties and 
categories of owners of properties for categories of properties; 

3.6 determine criteria to be applied for granting exemptions, rebates and reductions; 

3.7 determine how the municipality’s powers must be exercised in relation to multi purpose 
properties; 

3.8 determine measures to promote local economic and social development; and 
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3.9 identify which categories of properties the municipality has elected not to rate as 
provided for in section 7 of the Act. 

4. EQUITABLE TREATMENT OF RATEPAYERS 

This municipality is committed to treating all ratepayers on an equitable basis. 
"Equitable" does not necessarily mean "equal" treatment of ratepayers. The 
circumstances of each category of owner or category of property will be considered in a 
fair manner, and within the limitations set out in the Act. The Municipality may adopt 
measures to ensure equitable and fair treatment of ratepayers. 

Any differentiation in levying rates must not constitute unfair discrimination. 

5, DISCRETIONARY DECISIONS ADOPTED BY THE MUNICIPALITY WITH RESPECT 
TO LEVYING OF RATES 

It is recorded that the Municipality has adopted the following resolutions: 

5.1 To levy rates on all rateable property in its area of jurisdiction. 

5.2 To determine the date of implementation as provided above. 

5.3 To determine the date of general valuation. 

5.4 To levy different cents in the rand for different categories of rateable property. 

5.5 That the categories of properties for the purpose of differential rating referred to in 5.4 
above are those specified in SECTION 6,1.1. 

5.6 That the criteria for the assessment of market value in terms of section 8(1) of the 
MPRA shall be Actual use. 

5.7 To determine that the valuations for multiple purpose usage will be assessed according 
to the dominant use of the property. 

5.8 To not rate properties of which the municipality is the owner, except where the property 
is leased to a third party or where the property has been sold but not transferred to a 
third party. 

5.9 To rate public service infrastructure (excluding municipal public service infrastructure) 
that is identifiable and to which a market related value can be determined with the 
proviso that the municipality may extend this annually to include other identifiable 
entities as the data set is available. 
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6. CATEGORIES OF RATEABLE PROPERTY AND DIFFERENTIAL RATING 

6,1 Different rates may be levied for different categories of rateable property, 

6.1.1 The different categories are as follows: 


Residential 

R 

Commercial 

C 

Vacant Land 

VL 

Industrial 

C 

Agricultural 

AG 

Public Service Purposes 

PS 

Other 

0 

Public Service Infrastructure 

PSI 

Public Benefit Organisation 

PBO 

Unauthorised Use 

UU 


R as recorded 

C means property used for commercial, industrial or business purposes 

VL means property which is undeveloped and is not classified as any of the other listed 

categories. 

AG means farm property used for agricultural purposes i,e. production of crops, livestock or 
generally recognized agricultural activities with those buildings which are generally 
considered necessary for agricultural activities. 

PSP as recorded 

0 Means any property which is not associated with any of the categories of property listed 

above. 

PS I as recorded 

PBO means an activity listed in item 1 (welfare and humanitarian), item 2 (health care) and 
item 4 (education and development) of Part 1 of the Ninth Schedule to the Income Tax 
Act. 

UU means any property used for any purpose other than its permitted zoned use or that has 
not been granted special consent by the municipality in terms of its Town Planning 
Scheme; or that has any unauthorized structures on the property that are not part of the 
approved plan; and that cannot therefore be placed into any of the existing current 
permitted use categories approved by Council in the Rates Policy. 


Richmond Municipality, Rates Policy 


15 






6,2 


A municipality may not levy: 


6.2.1 different rates on residential properties, except as provided for in sections 
11 (1)(b), 21 and 89 of the Act; 

6.2.2 a rate on non-residential properties that exceeds a prescribed ratio to the rate 
on residential properties determined in terms of section 1(1 )(a) of the Act. As at 
the date of adoption hereof no rate has been prescribed; 

6.2.3 rates which unreasonably discriminate between categories of non-residential 
properties; or 

6.2.4 additional rates except in Special Rating Areas as provided for in the Act. 

6.3 With due regard to the above, the following ratios are determined for differential rating purposes: 


The rate on the categories on non-residential properties listed in the first column of this table may 
not exceed the ratio to the rate on residential properties listed in the second column of the table. The 
first number in the ratio reoresents residential property. 

CATEGORY OF PROPERTY 

RATIO IN RELATION TO 

RESIDENTIAL PROPERTY 

Residential 

1:1 

Commercial 

1:2 

Vacant Land 

1:2 

Industrial 

1:2 

Agricultural 

1:0.25 

Public Service Purposes 

1:,025 

Other 

1:0.52 

Public Service Infrastructure 

1:0.25 

Public Benefit Organisation 

1:0.25 

Unauthorised Use 

1:3 
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7. 


RELIEF MEASURES FOR RATEPAYERS 


7.1.1 the need to grant relief to certain ratepayers (including the poor) with a view 
to providing for appropriate measures to alleviate the impact of the rates burden on 
them; 

7.1.2 the effect of rates on non profit organizations whose income is applied solely to 
further the aims and objectives of the said organization, and which may be 
registered in terms of the Income Tax Act for tax reductions because of those 
activities; 

7.1.3 the specified public benefit activities recognized by the act relating to those 
activities listed in item 1 (welfare and humanitarian), item 2 (health care) and 
item 4 (education and development) of Part 1 of the Ninth schedule to the 
Income Tax Act,1962 (Act No.58 of 1962), and these public benefit 
organizations have been granted the relief identified below. 

7.4 The Municipality will only consider the grant of relief to those organizations who meet 
the requirements set out in clause 7.1.2 and 7.1.3 above and whose activities are of a 
public and/or charitable nature. 

7.5 The municipality will not grant relief in respect of the payment of rates other than by way 
of an exemption, a rebate or a reduction provided for in its rates policy and granted in 
terms of section 15 of the Act to: 

7.5.1 a category of properties, or 

7.5.2 a category of owners of properties as provided hereunder. 

7.6 The municipality will not grant relief to the owners of properties on an individual basis. 
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8. 


CATEGORIES OF OWNERS ENTITLED TO RELIEF 


This municipality has identified the categories of owners below for purposes of granting 
exemptions, rebates or reductions in terms of section 15 of the Act: 

8.1.1 indigent owners; 

8.1.2 pensioners; 

8.1.3 owners temporarily without an income; 

8.1.4 owners of property situated within an area affected by: 

8.1.4.1 a disaster within the meaning of the Disaster Management Act 57 of 
2002 ; 

8.1.4.2 any other serious adverse social or economic conditions; 

8.1.5 public benefit organizations who conduct the following specified public benefit 
activities: 

8.1.5.1 welfare and humanitarian; or 

8.1.5.2 healthcare; or 

8.1.5.3 education; and 

8.1.5.4 are registered in terms of the Income Tax Act for tax reductions 
because of the activities referred to in (8.1.6); 

8.1.6 non-profit organizations registered in terms of the Non-profit Organizations Act 

whose activities are that of a public and charitable nature as may be specified 

by the Municipality from time to time;. 

8.1.7 minor children who are the head of a household as defined in child headed 
household; 

8.1.8 disabled persons; 

8.1.9 retirees; 

9. EXEMPTIONS 

An exemption is a release from liability for the payment of rates. 

A. EXEMPTIONS GRANTED TO CATEGORIES OF PROPERTIES 

9.1 The Municipality has exempted in total, from payment of rates the following categories of 

properties: 

9.1.1 Property registered in the name of and used primarily as a place of public 

worship by a religious community including an official residence also 

18 


Richmond Municipality, Rates Policy 




registered in the name of that community, which is occupied by an office 
bearer who officiates at services at that place of public worship. 

9.1.2 Non-Profit organization/s conducting sporting and recreation activities. 

9.1.3 Properties situated on rural communal land and which are used exclusively as 
public places of worship by a religious community including an official 
residence also registered in the name of that community, which is occupied by 
an office bearer who officiates at services at that place of public worship. 

B. EXEMPTIONS GRANTED TO CATEGORIES OF OWNERS OF PROPERTIES 

9.2 The Municipality has resolved to exempt from the payment of rates the following 
categories of owners of properties: 

9.2.1 Properties owned by public benefit organizations which are used for any 
specific public benefit activities listed in Part 1 of the 9 th Schedule to the 
Income Tax Act; 

9.3 All applications for exemption shall be granted on an annual basis 

9.4 In order to qualify for exemption all applicants shall comply with the following 
requirements: 

9.4.1 written applications for exemption for each financial year must be lodged in the 
prescribed format with the Municipal Manager on or before 
the last working day of October; 

9.4.2 in the case of public benefit organizations upon proof of: 

9.4.2.1 registration in terms of the requirements of the Income Tax Act; 

9.4.2.2 an affidavit signed by the head of the public benefit organization or 
non profit organization before a Commissioner of Oaths that the 
property is used primarily for the specified public benefit activities 
and purposes of the said public benefit organization; 

9.4.3 in the case of a religious community upon proof of submission that: 

9.4.3.1 the property is used primarily as a place of public worship; and 
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9.4.3.2 in the case of the residence owned by the public benefit organization 
that property is occupied by an office bearer who officiates at 
services at that place of worship; 

9.4.3.3 a copy of the title deed issued by the Deeds Registry within the last 2 
months reflecting that the property is registered in the name of the 
applicant. Note that the requirement does not apply to exemptions in 
terms of 9.1.3 hereof. 

9.5. In the case of properties owned by non profit organizations upon proof of submission of: 

9.5.1 an affidavit signed by the head of the non profit organization before a 
Commissioner of Oaths that the property is used primarily for the aims and 
objective of the said non profit organization ; 

9.5.2 that no private pecuniary profit is made from the property; 

9.5.3 that no rent is received by the applicant for any use of the property by other 
persons. 

9.6 The Municipality reserves the right to specify such other requirements as the municipal 
council deems necessary from time to time. 

10. REDUCTIONS 

A reduction is the lowering of the value of the property upon which rates will be 
levied. 

10.1 It is recorded that the municipality is precluded in terms of section 17(1)(h) of the Act 
from levying rates on the first R15 000 of the market value of a property assigned in the 
valuation roll or supplementary valuation roll of a municipality to a category determined 
by the municipality: 

10.1.1 for residential properties; or 

10.1.2 for properties used for multiple purposes provided one or more components of 
the property are used for residential purposes. 

10.2 The municipality has resolved to further reduce the value upon which rates will be levied 
by an amount not exceeding R 35 000,00 in respect of all developed properties or 
properties used for multiple purposes provided that one or more components of the 
property are used for residential purposes. 
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10.3 The municipality has resolved to further reduce the value upon which rates will be levied 
by an amount not exceeding R150 000,00 in respect of all agricultural properties which 
are bona fide farmers. 

11. REBATES 

A rebate is a discount granted on the amount of rates payable by the ratepayer. 

11.1 The municipality has resolved to grant the following rebates, to the following categories 
of owners of properties in addition to the rebate granted to the category of properties in 
11.1 above: 


Schedule of the categories of properties granted rebates: 


11.1 Indigent owners 

11.1.1. Criteria 

In order to qualify as an indigent owner, the owner must: 


(a) 

Be the sole owner of the property or owner jointly with 

his/her spouse; 


(b) 

Be living permanently on the property; 


© 

Not own any other property; 


(d) 

Have an aggregate gross annual income not greater than: 

• Single person : one state pension 

• Married person : two state pensions 


(e) 

Provide proof of identity in the form of an identity document; 


(f) 

Substantiate items 8.1.1 .(a) above by way of a sworn 

affidavit before a Commissioner of Oaths; 


(g) 

Provide proof of income on a sworn declaration and 
supported by documentation; 


(h) 

Provide any other supporting documentation as may be 
specified by the municipality from time to time; and 


(') 

Make application annually on the prescribed form and within 
the prescribed time period. 


0} 

Only applicable to residential properties 

11.1.2 Rebate granted 

Gross Annual Household 

Income 

Percentage Rebate 


Single person - not 
exceeding one state 

50% 
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11.2. Rebates for the Aged 


11.2.1 Criteria 

In order to qualify, the owner must:- 


(a) 

Be at least 60 years of age at the date of application; 


(b) 

Be the sole owner of the property or owner jointly with 

his/her spouse; 



Be living permanently on the property, 



Provide proof of identity in the form of an identity document; 



Substantiate items 11.2.1.(a) to (d) above by way of a 

sworn affidavit before a Commissioner of Oaths; 


(f) 

Be a rate payer in Richmond for at least 2 years or more; 


(g) 

Provide any other supporting documentation as may be 
specified by the municipality from time to time; 


(h) 

Make application annually (by the last working day of 
November) on the prescribed form and within the prescribed 

period. 


(i) 

Rebates will be reversed / not applicable should a transfer 
of the property occur during the course of the financial year 

applicable 


0) 

Only applicable to residential properties 

11.2.2 Rebate Granted 

Age 

Percentage rebate 


60 years - 65 years 

40% 


66 years - 70 years 

50% 


71 years and above 

90% 


11.3 The Municipality will not grant relief in respect of the payment of a rate: 


11.3.1 to a category of owners of properties, or to the owners of a category of 
properties, other than by way of an exemption, a rebate or a reduction as 
provided for in this policy and granted in terms of Section 15 of the Act; or 
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11.3.2 to the owners of properties on an individual basis. 

11.3.3 If the property ownership is changed within the year of assessment 
(excluding spouse transfers) no rebate will be given, if the rebate has 
been given that rebate will be forfeited and will not be apportioned. 

11,4 Applicants qualifying and meeting the criteria for all rebates as listed above, will 
only receive the rebate most beneficial to them. 


12. CRITERIA FOR DIFFERENTIAL RATING 

12.1 Differential rating is the levying of different rates for different categories of properties. 
The Municipality has resolved to levy differential rates for different categories of rateable 
property properties as reflected in Section 6.1.1 above and the rates applicable to the 
different categories of properties are as resolved by the council and gazetted: 

13. MULTIPLE PURPOSE PROPERTIES 

13.1 The municipality has resolved to valuations according to the dominant use of the 
property. 

13.2 Section 9 of the Act provides for the value of properties to be based on one of the 
following criteria namely: 

13.2.1 the permitted use (section 9(a)); 

13.2.2 the dominant use (section 9(b)); 

13.2.3 pro rata based on the various multi-purpose usage (Section 9(c)). 

13.3 It is recorded that this municipality has determined that for the purpose of assessing the 
value of multi purpose properties the following criteria will apply: 

13.3.1 option 13.2.1 will apply only in respect of vacant land which has not been put to 
any use. In this instance the zoning or permitted use prevails. If indeterminate, 
then the valuer will establish the Highest and Best Use of the property; 
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13.3.2 dominant usage as in 13.2.2 will be determined by the valuer as a basis for 
determining the use category. Dominant in this instance shall be measured as 
the higher of either; 

13.3.2.1 the measured extent under use (land and/or buildings), or 

13.3.2.2 the gross rental value of the area under use (land and/or buildings). 

13.4 Properties will be assessed on dominant use where at least 66% of that property is used 
for a particular purpose. The entire property will be assigned to that category of usage 
and the value will be assessed based on that usage only. 

13.5 Section 9(c) of the Act allows for that multiple purpose properties to be determined by 
apportioning the market value of the property to the different purposes for which the 
property is used and then applying the respective rate randage to the different usages 
on a pro rata basis. 

13.6 This municipality has resolved that: 

13.6.1 generally properties will be assigned to a category based on its dominant 
usage, 

14. COMMUNITY PARTICIPATION 

It is recorded that every municipality may only adopt its rates policy or any 
amendment thereof or any review of its policy after following a process of 
community participation in accordance with chapter 4 of the Municipal systems 
Act, 2000. 

14.1 This Municipality will comply with its community participation and consultation 
obligations in terms of Chapter 4 of the Municipal Systems Act and Sections 4 and 5 of 
the Act before the Rates Policy or any review thereof is finally adopted. In terms of 
chapter 4 of the Municipal systems Act, 2000 (Act No. 32 of 2000) the Municipality is 
committed to: 

14.1.1 building capacity of the local community to enable it to participate in the affairs 
of the Municipality; and 

14.1.2 to foster community participation for which the municipality will allocate funds 

in its budget for such processes. 
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14.2 


The Participation by the local community in municipal affairs will take place through the 
political structures; the mechanisms, processes and procedures for participation in 
municipal governance and any other appropriate mechanisms processes and 
procedures established by the municipality and generally to apply the provisions for 
participation as required by this act. 

14.3 The municipality will provide for: 

14.3.1 the receipt processing and consideration of petitions, objections and 
comments lodged by the members of the local community; 

14.3.2 public meetings and hearings by the municipal council and other political 
structures (e.g. ward committees) and political office bearers of the 
municipality; 

14.3.3 consultative cessions with locally recognized community organizations and 
where appropriate traditional authorities; 

14.4 Communication with the public relating to the Rates Policy will be in terms of section 
4(2) of the act by notice in: 

14.4.1 local newspapers circulating in its area and determined by this council as a 
newspaper of record; and/or 

14.4.2 official notice boards and other public places accessible to the public including 
the library and the municipal offices; 

14.4.3 on the municipal website (if applicable)', 

and inviting the local community to submit comments and representations within the 
time specified in the notice. 

15. ANNUAL RATES INCREASE / DECREASE 

The Rates tariff will be reviewed (increased / decreased) annually during the budget 
process. On written application, and on good cause shown, the municipality may apply 
for exemption from the upper limit set by the National Treasury, on the percentage by 
which rates on properties or a rate on a specific category of properties may be 
increased. 
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16, RECOVERY OF RATES 

16.1 The following people shall be liable for the payment of rates levied by the Municipality: 

16.1.1 owner of a property; 

16.1.2 joint owners of a property, who shall be liable jointly and severally; 

16.1.3 the owner of a sectional title unit; and 

16.1.4 in relation to agricultural properties: 

16.1.4.1 any one joint owner of the agricultural property for all the rates 
levied on the agricultural property; or 

16.1.4.2 each individual joint owner for that portion of rates levied on the 
joint owner's undivided share in the agricultural property, which 
ever option the Municipality may choose in relation to agricultural 
properties. 

16.2 In terms of Section 26 of the Act the Municipality will recover rates: 

16.2.1 on a monthly basis levied over a ten (10) month period commencing with the 
first rate account being raised in August and the last account raised in May of 
each year. Payment for each monthly rates account must be made on or 
before the last working day following the month in which the account was 
raised. 

16.2.2 payment on an annual basis may only be made by agreement with the 
municipality and payment must be effected on or before a date as determined 
annually by council. 

16.3 The Municipality will furnish each person liable for the payment of rates with a written 
account in terms of Section 27 of the Act. 

16.4 A Municipality may recover rates in arrears from tenants and occupiers in accordance 
with the provisions of Section 28 of the Act. 

16.5 A Municipality may recover rates due, either whole or in part, from the agent of the 
owner if this is more convenient for the Municipality and in terms of Section 29 of the 
Act, 

16.6 The municipalities Credit Control Policy shall apply to the collection of arrear rates. 
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17. 


CONSOLIDATION AND APPORTIONMENT OF PAYMENTS 


Separate accounts of persons liable for payment to the municipality for either rates or 
services will be consolidated in one account and any appropriation of payments will be 
done in accordance with the municipality’s credit control policy. 

18. DEFERMENT OF RATES 

18.1 The Municipality will on application defer the payment of rates in terms of section 26(3) 
of the Act under the following special circumstances. To qualify for deferment of rates, 
the Applicant: - 

18.1.1 must be a pensioner, indigent, disabled, over 60 years of age, or who is not 
above 60 years of age, but has or has been retired from employment by 
reason of any illness or disability certified by a medical practitioner, dentist, 
psychologist, intern or intern psychologist contemplated in the Medical, Dental 
and Supplementary Health Service Professions Act, 1974 (Act 56 of 1974), 
and whose income from all sources whatsoever must not exceed the amount 
as disclosed in the Municipality’s Indigent Policy, (including the income of the 
spouse, if applicable) and the Municipal valuation of the property must not 
exceed R 50 000; 

18.1.2 must reside permanently on the property concerned; 

18.1.3 must be the registered owner of the property. 

18.2 Application must be made annually in writing on the prescribed form: 

18.2.1 not later than the final date for payment of such rates provided that the council 
may in special circumstances grant a deferment of the payment of rates after 
the final date for such payment notwithstanding that such application was 
made after such final date for payment; 
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18.3 Deferment will be considered provided that the total amount of all rates so deferred 
together with accumulated interest accumulated thereon shall not at any time exceed 
50% of the value of the property concerned as shown in the valuation roll. 

18.4 The final date for payment of the rates on the property concerned shall not be affected 
by reason of any application for deferment in terms of subsection 17.2 above, provided 
that if the council allows such application, the portion of the rates in respect of which 
payment is deferred shall be refunded to the applicant. 

18.5 The accumulated amount of the deferred rates shall bear interest at a rate determined 
from time to time by the council and the council may also approve the waiver of such 
interest. 

18.6 Only the current year’s rates can be considered for deferment and then only if the 
Applicant's rates are not in arrears. 

18.7 Any deferment granted in terms of here of shall terminate immediately: - 

18.7.1 upon the death of the registered owner; provided that the council may continue 
such deferment, in any case where it is established to its satisfaction that the 
property concerned has been inherited by the surviving spouse and that such 
spouse is continuing in occupation of the property; 

18.7.2 upon the expropriation, sale or other disposal of the property concerned; 

18.7.3 upon the owner ceasing to reside permanently on the property concerned; 

18.7.4 if the owner fails by the final date for the payment thereof, to pay rates or any 
part thereof owing in respect of the property concerned, after allowing for the 
amount of the deferment; and 

18.7.5 on expiry of the period of deferment. 

19, IMPERMISSIBLE RATES IN TERMS OF SECTION 17 OF THE ACT 

19.1 It is recorded that the Municipality may not, in terms of section 17 of the Act levy a rate 

on- 
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19.1.1 the first 30% of the market value of public service infrastructure; 

19.1.2 those parts of a special nature reserve, national park or nature reserve within 
the meaning of the Protected Areas Act, or of a national botanical garden 
within the meaning of the National Environmental Management: Biodiversity 
Act, 2004, which are not developed or used for commercial, business, 
agricultural or residential purposes; 

19.1.3 a property belonging to a land reform beneficiary or his or her heirs, provided 
that this exclusion lapses ten years from the date on which such beneficiary's 
title was registered in the office of the Registrar of Deeds; 

19.1.4 the first R15 000 of the market value of a property assigned in the valuation 
roll or supplementary valuation roll of a municipality to a category determined 
by the municipality- 

19.1.4.1 residential purposes; 

19.1.4.2 for properties used for multiple purposes, provided one or more 
components of the property are used for residential purposes; or 

19.1.5 on a property registered in the name of and used primarily as a for place of 
public worship by a religious community, including an official residence 
registered in the name of that community which is occupied by an office-bearer 
of that community who officiates at services at that place of worship. 

19.2 The exclusion from rates of a property referred to in subsection 18.1.5 lapses if the 
declaration of that property as a special nature reserve, national park, nature reserve or 
national botanical garden, or as part of such a reserve, park or botanical garden, is 
withdrawn in terms of the applicable Act mentioned in that subsection. 

19.3 if the property in respect of which the declaration is withdrawn is privately owned, the 
owner, upon withdrawal of the declaration, becomes liable to the municipality concerned 
for any rates that, had it not been for subsection 18.1.5, would have been payable on 
the property during the period commencing from the effective date of the current 
valuation roll of the municipality. If the property was declared as a protected area after 
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the effective date of the current valuation roll, rates are payable only from the date of 
declaration of the property. 

19.4 The amount for which an owner becomes liable in terms of paragraph (b) must be 
regarded as rates in arrears, and the applicable interest on that amount is payable to the 
municipality. 

19.5 Paragraphs 18.2 and 18.3 apply only if the declaration of the property was withdrawn 
because of- 

19.5.1 a decision by the private owner for any reason to withdraw from the agreement 
concluded between the private owner and the state in terms of the Protected Areas Act, 
and in terms of which the private owner initially consented to the property being declared 
as a protected area; or 

19.5.2 a decision by the state to withdraw from such agreement because of a breach 
of the agreement by the private owner. 

20. CONSTITUTIONALLY IMPERMISSIBLE RATES 

20.1 The Act provides that in terms of Section 229(2)(a) of the Constitution a Municipality 
may not exercise its power to levy rates on property in a way that would materially an 
unreasonably prejudice - 

20.1.1 national economic policies; 

20.1.2 economic activities across its boundaries; or 

20.1.3 the national mobility of goods, services, capital or labour. 

21) LAND TENURE RIGHTS 

Tenure rights and tenure holders are primarily associated with rural land. The character of a tenure 
right is one of communal living in terms of limited rights which exclude ownership in freehold, and 
provide for the right of use and enjoyment mainly for residential or agricultural purposes, but also 
embraces commercial use. The occupancy is associated with family, community and/or a traditional 
authority and not the cadastral or land parcel boundaries. Occupation and use will often straddle 
cadastral boundaries. Given the definition of ‘property’ and ’owner’ Land Tenure Rights must be 
identified, valued and rated. 
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The identification, valuation and rating of the residential old order rights and residential Permission to 
Occupy and other residential Land Tenure rights have been excluded from separate rating for this 
valuation cycle, and will be valued as part of the parent property under the category rural communal 
land. The basis of this approach is informed by the character of the State Trust Land which precludes 
the identification of all usage at this stage. The cost and time implications outweigh the benefit of any 
revenue generation received, and which revenue will not be capable of being recouped especially in 
light of the legislative requirement to phase in the rating over a three year period. For this valuation 
cycle only the commercial and institutional units be identified, valued and rated separately. 
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Road Infrastructure Services 

Time taken to repair a single pothole on a major road? (Hours) 8 hours 

Time taken to repair a single pothole on a minor road? (Hours) 8 hours 

Time taken to repair a road following an open trench service crossing? (Hours) 24 hours 

Time taken to repair walkways? (Hours) 36 hours 








Do you have any special rating properties? (Yes/No) 
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2.14 Municipal manager’s quality certificate 

I, SD Mkhize Municipal manager of Richmond Municipality, hereby certify that the annual 
budget and supporting documentation have been prepared in accordance with the Municipal 
Finance Management Act and the regulations made under the Act, and that the annual 
budget and supporting documents are consistent with the Integrated Development Plan of 
the municipality. 


MR SD MKHIZE 

Municipal 
Signature 
Date_ 29/05/2019 
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